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Technica l  p r o c e s s  improvements and p o l i c y  r e s t r a i n t s  on OPEC's a b i l i t y  
t o  i n c r e a s e  o i l  p r i c e s  a t  w i l l  a r e  two e s s e n t i a l  components o f  a v i a b l e  
s y n t h e t i c  f u e l s  i n d u s t r y .  One wi thou t  t h e  o t h e r  s p e l l s  f r u s t r a t i o n  and 
f a i l u r e .  The Arab o i l  embargo o f  1973-74 and t h e  subsequent  f i v e - f o l d  
inc rease  i n  pe t ro leum p r i c e s  l e d  t o  m u l t i b i l l i o n  d o l l a r  programs t o  de- 
velop s y n t h e t i c  f u e l s .  Expec ta t ions  o f  a g r e a t  new s y n t h e t i c  f u e l s  i n -  
dus t ry  were u n f u l f i l l e d  as p r i c e s  2nd c o s t s  r o s e  toward t h e i r  equ iva len t -  
v a l u s - t o - o i l .  Cost d i f f e r e n t i a l s  i n  f a v o r  o f  imported o i l  c o n t i n u e  t o  
inc rhase  y e a r  by y e a r  d e s p i t e  many chemical and e n g i n e e r i n g  innova t ions .  
F o r  example, e s t ima ted  cos ts  o f  p roduc ing  s h a l e  o i l  r o s e  from $7 p e r  b b l  
i n  1973 t o  $3O/bbl t oday .  When t n e  OPEC c a r t e l  r a i s e d  o i l  p r i c e s  ano the r  
Sk$ l a s t  June ,  it became even more impor t an t  t o  encourage  domes t i c  o i l  
s roduc t ion  and t o  deve lop  energy a l t e r n a t i v e s .  OPEC's new p r i c e s  w i l l  
f o r c e  t h e  base  p r i c e  o f  s y n t h e t i c  f u e l s  t o  r i s e  t o  $46-50 by 1983. 
i i s i n g  f eeds tock  c o s t s  i m p e r i l  t h e  domestic pe t rochemica l  i n d u s t r y  and 
?ndanger chemica l  e x p o r t s .  This  pape r  d e t a i l s  some o f  t h e s e  problems and 
sugges ts  a number o f  energy p o l i c y  a c t i o n s  aimed a t  e s t a b l i s h m e n t  o f  t h e  
iones t i c  f u e l s  i n d u s t r y  on  a sound b a s i s .  
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